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MONETARY EXPERIENCES OF THE ARGENTINE 

REPUBLIC 

PERHAPS no other country of the world has undergone 
financial vicissitudes equal in frequency and in intensity 
to those which have fallen to the lot of the Argentine 
Republic. Time and again, driven almost to the point of 
despair by wars and harassed by the need for funds, the Argen- 
tine has turned to the dangerous expedient of paper money ; 
and on each occasion her experience has followed the usual 
cycle — overissue, depreciation and then the hardship and ruin 
that a depreciated legal-tender paper money always brings in 
its train. Today there are about 700,000,000 pesos of paper 
money in circulation, redeemable at the rate of 44 cents in gold 
per paper peso, 1 the nominal value of the peso being approxi- 
mately one dollar. But the wonderful natural resources of the 
republic, the industry of her citizens and the development that 
has characterized her economic life promise an ultimate victory 
over the trials and hardships that beset her during the first cen- 
tury of her national career. 

The independent national existence of the Argentine Repub- 
lic dates from i8io. a During the colonial days Spanish money 
was naturally the common medium of exchange ; but during 
and after the war of independence, owing to the interruption of 
commerce between the Argentine and " the high provinces " of 
Peru and to the heavy war expenditures as well as to the social 
disturbances caused by the war itself, the need for circulating 
media was increasingly felt. 3 In addition to this, the new gov- 
ernment was hard pressed for revenue. The Spanish policy of 

■It should be noted, however, that of this amount about 400,000,000 pesos were 
issued in exchange for gold at the 44-cent rate, and that in the case of these notes 
there has been no depreciation. 

2 Although the independence of the Argentine Republic was not formally proclaimed 
until July 9, 1816, it was on May 25, 1810, that the citizens of what is at the present 
time the Argentine revolted against the Spanish rule. 

3 Anuario Pillado, 1900, p. 2. 
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repression, dictated by the mercantilist spirit of the age, had 
greatly hampered the colony's development, and the bitter 
struggle for freedom had drawn large numbers from productive 
pursuits to the field of battle. " Despite the reopening of the 
ports and a consequent revival of industry and trade, the rev- 
enues were quite insufficient to enable the new government to 
carry the burdens that were placed upon it." * The issue of 
paper money had been suggested as early as 1 8 1 1 , but it was 
not until 1817 that the "directorial" government, driven by the 
hard necessities of the hour, actually resorted to the expedient 
of paper issues. 1 

The first issue consisted of so-called "amortization notes" 
(billetes de amortization) . They were used to pay the debts of 
the state and were in turn accepted by the government in pay- 
ment of customs duties. Soon after the original issue, the notes 
were divided into convenient denominations of ten, twenty, 
thirty and more pesos in order to facilitate their circulation. 
From March 29, 181 7 to October 25 of the same year there 
were issued 1,147,722 pesos fuertes 3 and seven reales (one peso 
equals eight reales). Of this amount 476,734 pesos had been 
amortized, leaving 670,988 pesos and seven reales in circulation. 4 

The finances of the directorial government, however, became 
increasingly desperate. Grave internal troubles of a political 
nature aggravated the situation to such a degree that in 
September, 18 19, the director general signed a degree authoriz- 
ing an issue of paper money at the rate of 100,000 pesos 
monthly, " to supply the needs of trade for a circulating 
medium and to pay the creditors of the state. " 5 In May, 1820, 
the junta of the province of Buenos Aires authorized an issue 
of $80,000 pesos monthly, half in notes of one hundred pesos 
and half in notes of smaller denominations. In the following 
November the same body authorized the provisional government 
of General Balcarce to issue notes of ten and twenty pesos. At 

'Anuario Pillado, p. 3. 'Ibid, p. 5. 

•Previous to the enactment of the law of 1881, instituting a national monetary 
system, the peso fuerte was the standard. Subsequently to the act of 1881 the peso 
nacional, of slightly less value, became the monetary unit. 

*Anuario Pillado, p. 5. ''Ibid. p. 5. 
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this time the notes issued under the May authorization 
amounted to more than 500,000 pesos. * 

The paper money thus issued began almost immediately to 
decline in value. During the first year it depreciated fully 50 
percent. In 181 8 an effort was made to check depreciation 
by the establishment of the so-called Caja Nacional de Sud 
America; but despite the seemingly high rate of interest that 
it offered for deposits of paper money it had no success in 
stemming the tide of depreciation that had set in as a result of 
the repeated issues. For a short period, however, from 182 1 
on, the situation in the Argentine became much better. 
Minister Rivadavia pushed with great energy numerous 
reforms in taxation, finance and other fields. There was a 
healthy revival of industry and trade, capital was in great 
demand, and the rate of interest was high. Under these con- 
ditions there was felt the need for an institution which could 
supply an acceptable medium of exchange and which could 
concentrate the scattered loanable funds of the country. 2 
The government therefore encouraged private individuals to 
establish a bank, which was to enjoy the privilege of issue. 
The British merchants were especially active in this project. 
The plan finally approved by the government provided for a 
banking association called the Compania del Banco de Buenos 
Aires. The capital was to be 1,000,000 pesos fuertes, divided 
into shares of 1000 pesos. The bank was to be authorized to 
issue notes, in denominations not under twenty pesos, payable 
to bearer on demand, the amount issued being left to the dis- 
cretion of the board of directors. The bank was to be governed 
by a board of nine directors and a general board of all the 
shareholders. The bank was organized before the law provid- 
ing for its establishment was officially promulgated ; but the 
plan was fully legalized by the law of June 22, 1822. The 
bank received a charter for twenty years and a monopoly of 
note issue. 

Notes of the Bank of Buenos Aires were issued for the first 
time on September 16, 1822, to the amount of 26,400 pesos. 

l IiU. p. 6. *lHd. p. 7. 
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Owing to the scarcity of money of small denominations, the 
bank, at the request of the government, issued notes of five 
pesos. At the end of the year 1822 the notes in circulation 
amounted to $21 2,500 pesos. ' 

In February, 1823, in order to supply the need for smaller 
bills, the finance minister issued a decree authorizing the 
treasury itself to issue notes of one, three and five pesos, 
redeemable on demand in standard gold, in bank notes or in 
copper coins. The decree placed no limit on the amount to 
be issued, but the government obligated itself to publish 
monthly the amounts issued and to deposit with the bank an 
adequate metallic reserve. Under this decree the government 
issued, from February to May inclusive, notes to the amount of 
194,155 pesos. On June 22, 1823, however, the government 
authorized the bank to supersede the treasury in the issue of 
these notes of small denomination, thereby annulling the original 
provision which limited the bank's notes to denominations of 
twenty pesos or more. Furthermore, the notes issued by the 
government (194,155 pesos) were withdrawn from circulation 
and destroyed.* 

The bank now had charge of two issues, viz., its own issue 
and the issue guaranteed by the government. Both issues 
were convertible and circulated at par. But after the first year, 
fascinated by prosperity, the bank departed from the principle 
of measuring its note issues by the metallic reserve kept in its 
vaults, and by the end of the third year the notes outstanding 
amounted to 2,694,856 pesos fuertes, based on a reserve of 
255,000 pesos fuertes — less than ten per cent. 

The policy of the bank was subjected to criticism not long 
after its foundation. Politics also were instrumental in arous- 
ing opposition. In 1824 a plan was brought forward to estab- 
lish a national bank. Under the projected scheme the new 
bank was to absorb the Bank of Buenos Aires, and the control 
of the government over the new bank was to be greater. The 
government looked with favor on the suggestion and appointed 
a commission to work out the scheme in detail. The committee's 

'Anuario Pillado, p. 9. * Ibid, p 10. 
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plan, as finally submitted to the minister of finance, provided 
for a national bank with a capital of 10,000,000 pesos fuertes, 
having power to coin money and to issue convertible notes, 
subject, however, to the approval of the government. 
Naturally, those interested in the Bank of Buenos Aires opposed 
this project. They succeeded in getting the government to 
defer action until 1 826. During this year, as has already been 
indicated, the note issues of the bank continued to increase while 
the reserve dwindled. The influence of a continued loss of 
gold was aggravated by troublous times within the country, 
and, after great efforts to sustain the convertibility of its notes, 
the bank finally appealed to the government to have the notes 
protected by a governmental guarantee. The failure of the 
bank involved its overthrow ; for, by decree of January 28, 1826, 
the Banco Nacional was created, absorbing the Bank of Buenos 
Aires. 

When the National Bank opened its doors, there was out- 
standing a circulation of 2,694,856 pesos. These notes were 
guaranteed by the government under the law of January 8, 
1 826 and were theoretically convertible but practically irre- 
deemable. The country was involved in war with Brazil, and 
the return to the treasury was practically limited to what 
Buenos Aires paid in, because the provinces did not contribute 
to the general expenses. This meant that the government drew 
more and more heavily on the bank ; and because most of the 
bank's capital was in the form of time obligations, the only way 
the bank could meet the incessant demands upon it was by 
the issue of more notes. By the end of July the amount of 
notes in circulation increased to 5,418,288 pesos. 

Hand in hand with this inflation went a rise in the premium 
on gold. In April gold stood at 116. At this time Congress 
enacted a bill prohibiting, for a period of two years, the 
redemption of bank notes except in bars of twenty-carat gold, 
weighing 53 ounces for each 1000 pesos, or in bars of silver, 
weighing 365 ounces for each 500 pesos. The law further 
provided that during the first year the bank should so redeem 
only one-third of its notes. The remaining two-thirds were to 
be redeemed during the second year. Furthermore the notes 
were declared legal tender throughout the republic. 
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Business men, however, now demanded that contracts, in 
which payment in " specie " was required, be paid in metallic 
money and not in legal-tender notes. The bank itself thus ran 
the risk of being required to pay a large part of its own obli- 
gations in the same way. It made strenuous but vain efforts to 
buy gold. Congress, however, came to the rescue. On May 5 
a law was passed postponing all redemption of notes of the 
National Bank until 1828. It was further provided by execu- 
tive decree that legal-tender money was to be accepted in the 
settlement of all contracts and that contrary provisions in the 
contracts themselves were null and void. As a measure of 
self-protection the government further decreed, May 28, that 
henceforward it would not contract any obligation to give or 
pay any amount in money other than the legal-tender notes 
and that all dues and taxes payable to the state could also be 
paid in such money. All of this meant simply that inconverti- 
ble paper money was to be the sole medium of exchange. 

Metallic money rapidly disappeared. By July, 1826, even 
the subsidiary copper coins had almost totally gone out of cir- 
culation. Small change was so scarce that the bank was com- 
pelled to put clipped coins into circulation, despite the fact that 
even these coins were quoted at 25 per cent premium. 1 In 
August the president of the republic issued a decree authorizing 
the bank to issue certificates of ten and twenty cents, to be re- 
tired from circulation as soon as coins of small denomination 
could be minted. In the meantime private persons had begun 
to issue notes of small denominations, but the presidential de- 
cree prohibited further private issues and allowed eight days 
for the retirement of those already issued. In March of the 
following year the bank itself was authorized to mint copper 
coins in twenty, ten, five and two-and-one-half-cent pieces, and 
with these the certificates in circulation were retired. 

Internal dissensions ultimately forced the resignation of 
President Rivadavia. After a period of stress and storm the 
autonomy of the province was reestablished, and a new 
president came into power. In September, 1826, the new 

1 Anuario Fillado, p. 20. 



No. I] MONETARY EXPERIENCES OF THE ARGENTINE iog 

incumbent annulled the decree of his predecessor requiring the 
the acceptance of legal-tender notes in the settlement of con- 
tracts. The new president understood the evil that the incon- 
vertible paper money was inflicting upon the country, but so 
desperate was the situation of the government that a further 
issue was deemed necessary. On April 10, 1828, the junta of 
the province of Buenos Aires authorized the bank to issue 
300,000 pesos monthly up to the sum of 2,000,000 pesos, which 
was to be loaned to the central government without interest. 
This issue was secured by the receipts of the custom house ; 
and after peace was restored the government was to pay the 
bank 100,000 pesos monthly from this source until the entire 
issue should be redeemed. In August the same body authorized 
the bank to make an additional special issue of 400,000 pesos to 
cover a further loan to the central government. Moreover, a 
little later in the month, a law was passed by the province of 
Buenos Aires granting the bank an extension of time for the 
redemption of its notes, the period allowed by the law of May 
5, 1826, having expired. To offset this extension of time it 
was provided that no more notes should be issued. 

On September 1, 1827, notes were outstanding to the amount 
of 10,215,639 pesos. By August 18, 1828 the amount had 
increased to 12,615,639 pesos. Still, at this time the premium 
on gold (135 per cent) was lower than it had been six months 
before. But the government, pressed by innumerable demands 
upon the treasury and forever harassed by the want of funds, 
felt itself again forced on September 16 and October 1 to 
authorize further issues of 300,000 and 1,700,000 pesos 
respectively, which brought the total amount outstanding to 
14,61 5,639 pesos. As these issues were taken as a loan by the 
central government itself, on November 3 the junta of the 
province of Buenos Aires declared the notes outstanding to be 
guaranteed by the province. 

In December a section of the army rebelled ; a new executive 
came into power ; and he promptly suspended the decree of 
September, 1827, and declared in full force the law of May 7, 
1826, which had made the bank notes full legal tender in the 
settlement of all contracts. The bank's issues were now in excess 
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of those authorized. In June, 1829, the notes in circulation 
amounted to 15,289,046 pesos. The government's debt to the 
bank was 18,006,462 pesos. Gold was quoted at a premium 
of 388 per cent. 

In September the directors of the bank proposed a plan to 
facilitate the extinction of the government's debt and thus to 
improve the situation of the bank. The proposed plan was 
accepted by the government and put in force by the acts of 
October 2 and 3. 

The first act provided for an increase of customs duties, for 
the purpose of retiring the notes from circulation. The second 
established an " amortization bureau " for the bank notes. In- 
come for this bureau was to be obtained, not only from the 
customs duties, but also from a tax on salting establishments, 
from the license taxes, half of which were set aside for this 
purpose, from the dues of criers and from the stamped paper 1 
receipts, half of which also were to be used for this purpose. 
The bureau was to be managed temporarily by a board com- 
posed of the vice-president of the Senate, the minister of finance, 
two directors of the bank and three citizens of recognized integ- 
rity of character, who were to be nominated by the government. 
The bureau was to receive and publicly destroy bank notes. 

On October 6 part of the income from discounts of the bank 
and the dividends on the stock owned by the government were 
added to the resources of the bureau. 

The amortization bureau existed until January 30, 1833, on 
which date it was suspended by law. From the sources speci- 
fied 4,513,475 pesos had been collected, but not a single note 
had been retired from circulation. The money had, by decrees 
of February 21 and December 12, 1831, been set aside to meet 
extraordinary expenses of war. 

On May 30, 1836, a decree of the dictator Juan Manuel 
Rosas declared the National Bank dissolved. To a board of 
six members was assigned the task of administering the paper 
issues, which thus became direct obligations of the province of 

1 Stamped paper {paptl scllado) is still issued by the government, and certain kinds 
of documents tie. , to be legal, must be drawn up on this paper. 
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Buenos Aires. This new board was called the Casa de Moneda. 
The circulation outstanding was 15,283,540 pesos, and gold had 
risen to such an extent that a paper peso was quoted at fourteen 
cents. 

The decree of Rosas did not actually destroy the National 
Bank. It was forced to give up all of its control over note 
issues, but in the handling of its other banking business it exer- 
cised considerable freedom. The Casa de Moneda, on the 
other hand, although authorized to conduct commercial opera- 
tions to a very slight extent — a privilege which was afterwards 
withdrawn by decree of March 2, 1838 — became really an insti- 
tution which, until its organization was modified in 1853, exe- 
cuted mechanically the governmental decrees. Practically its 
only function was to issue periodically inconvertible paper 
money to cover the deficits of the treasury and to meet the 
expenses of war. During Rosas' dictatorship the history of the 
paper money reduces itself to a chronological enumeration of 
the divers issues put into circulation. The laws authorizing 
these issues said nothing about guarantees, redemption or ulti- 
mate amortization. 

In April, 1837, tne circulation outstanding amounted to 
19,483,540 pesos, and a paper peso was equivalent to twelve 
and one-half cents in gold. By successive later authorizations 
circulation increased to 36,058,540 pesos, and the paper peso 
depreciated further to seven cents in gold. Moreover, on April 
16, 1839, the junta prohibited the sale of gold or silver for legal- 
tender currency without special permission in writing from the 
minister of finance. It was thought that in this way the increase 
of the premium on gold and silver could be checked. By 1840 
the issue had increased to 5 1 ,664,394 pesos, and the paper peso 
was quoted at three and one-third cents in gold. 

For some years the situation, so far as the paper money was 
concerned, remained about the same. In January, 1 846, how- 
ever, owing to international complications, the ports of the river 
Plata were blockaded by England and France. This cut off the 
revenues to a most disastrous extent and furnished the excuse if 
not the justification for new issues of paper money. The block- 
ade lasted for two years and a half (until July, 1848), and during 
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this period notes to the face value of 75,056,666 pesos were 
added to the circulation. Despite this inflation the paper peso 
was quoted at five cents in gold. Further issues were subse- 
quently authorized, until the total amount outstanding at the 
the end of Rosas' dictatorship in 1852 was 137,021,060 pesos. 
The paper peso was then worth six cents in gold. 

After Rosas was deposed political disturbance continued. 
Repeated resort to the issue of paper money was of course 
deemed necessary. These various issues increased the amount 
in circulation by 59,726,596 pesos, bringing the total up to 210,- 
247,656 pesos at the beginning of 1854. The paper peso was 
quoted at five and one-third cents in gold. In December, 1853, 
a law was passed reorganizing the Casa de Moneda, converting 
it into a banking institution and permitting it to receive deposits 
and to make discounts. It was known thereafter as the Banco 
de la Provincia de Buenos Aires. Further note issues were 
not to be permitted. 

On January 8, 1855, peace was concluded between the 
province of Buenos Aires and the Confederation, but this peace 
was again disturbed four years later. The Confederation had 
adopted a system of differential duties to which the province of 
Buenos Aires took serious exception. Buenos Aires attempted 
to retaliate by means of restrictions on trade. The provincial 
legislature authorized Governor Alsina to repel by force of 
arms any attempt made by the federal Congress to coerce the 
province of Buenos Aires. The federal Congress, in turn, 
authorized the president to reduce the recalcitrant province to 
submission. 

In order to meet the needs of this situation, Buenos Aires 
had recourse as usual to the simple expedient of printing more 
money. In July, 1859, the legislature authorized an issue of 
30,000,000 pesos for extraordinary expenses of war. A sum 
made up of ten per cent of the import and export duties 
collected each month was set aside for the liquidation of this 
issue. As the money was turned in, notes were to be withdrawn 
from circulation and destroyed. In October, however, a new 
issue of 30,000,000 pesos was authorized, and in November, 
fourteen days before the signing of the agreement of unification 
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in San Jose* de Flores, an additional issue of 2 5 ,000,000 pesos 
was provided for. Ten million of the last issue were not really 
put into circulation until i860. The notes outstanding on 
December 3, 1859, amounted to 283,037,656 pesos, and, the 
value of the paper peso in gold was precisely five cents. 

Civil war broke out again in July, 1861. Two days before 
the beginning of hostilities a new issue of 50,000,000 pesos was 
authorized by the legislature. To liquidate this issue an increase 
of two and one-third per cent was made in the customs duties. 
But the war this time was of short duration. The battle of 
Pavon ended it and assured the definite reorganization of the 
republic. The political unification of the Argentine was finally 
accomplished in 1862, but the new republic started out with a 
heavy burden of depreciated paper currency, amounting to 358,- 
687,656 pesos. 

Domestic peace, however, promised better things. A new 
era began. Plans for putting the country's currency on a sounder 
basis were brought to the attention of Congress in 1862. One 
plan, suggested by the minister of finance, resembled closely 
the national banking system adopted about the same time in 
the United States. But nothing was done for a year. The 
premium on gold declined little by little as trade and confidence 
revived. In 1863 a plan was suggested which provided for the 
redemption of the paper money at the ratio of one to twenty- 
five. At that time the notes outstanding were of the face value 
of 342,607,656 pesos, but it was estimated that some thirteen 
millions of the notes had been lost or destroyed. On the 
assumption that 330 millions would ultimately have to be re- 
deemed it was calculated that, at the ratio of one to twenty-five, 
a sum equal to 13,200,000 pesos in gold would have to be 
accumulated. Means for raising this sum were suggested, but, 
despite the fact that everybody recognized the necessity of 
providing for redemption, details could not be agreed upon, and 
the whole scheme fell through. 

The following year Congress took the matter up again. A 
new plan, involving, however, the same ratio of redemption, was 
presented. The resources to be used were as follows : ( 1 ) the 
capital of the Bank of the Province of Buenos Aires (the reor- 
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ganized Casa de Moneda) ; (2) customs duties already set aside 
for note redemption; (3) the sale of the Western Railroad; 
(4) the sale of the public lands; (5) credits that the bank 
might have; and (6) a loan of 4,000,000 pesos in gold. 
This plan was criticised and opposed, especially the provision 
relating to the loan, but despite the opposition it was put into 
effect by law of November 3, 1864. It was provided that re- 
demption should begin July 1, 1865, when the Bank of the 
Province of Buenos Aires was itself to issue notes payable in 
gold on demand, but not in denominations smaller than twenty 
pesos nor to an amount greater than thirteen millions. Further- 
more the bank was to maintain a reserve equal to at least one- 
third of its note issue. In other words, the new issue, based, 
upon a one-third gold reserve, was to take the place of the old 
issues at the ratio of one to twenty-five. 

When the date arrived at which this scheme was to become 
operative, July 1, 1865, it became evident that its principal 
feature, the redemption of the old notes, could not be carried 
out. Returns from the sale of lands fell off, and the loan was 
not negotiated because the bankers would not grant what were 
considered satisfactory terms. Yet the law gave a certain sta- 
bility to the value of the notes and really .paved the way for 
a radical reform, which was made later. 

In the meantime, however, the country was involved in a con- 
flict with Paraguay. On November 8, 1866, the bank loaned 
to the government 4,000,000 pesos. This sum was to be repaid 
in monthly instalments of 300,000 pesos in gold. As a security 
for the loan, the government turned over 4,000,000 pesos in 
bonds. The bank itself was authorized to issue notes to the 
same amount, in denominations not less than twenty pesos, re- 
deemable in gold on demand. In addition to the gold value of 
the note, there was also to be indicated on its face its equivalent 
in legal-tender money at the ratio of one to twenty-five. This 
issue was ultimately increased to 1 2,000,000 pesos. 

In December, 1866, the committee on finance of the House 
of Representatives of the province of Buenos Aires presented a 
scheme for the establishment of a bureau of exchange (Oficina 
de Cambio). The Bank of the Province of Buenos Aires was to 
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be authorized to deliver twenty-five pesos in legal-tender notes 
in exchange for one peso in gold to anyone asking for it, and 
the gold thus received should be exchangeable for notes at the 
same ratio. Should the paper depreciate, the bank would, 
nevertheless, continue to pay out gold up to the amount of its 
metallic reserve. This scheme was crystallized into law earl)' 
in 1867. As the government had expected, when the Bureau 
of Exchange was opened an abundance of gold was offered in 
exchange for notes. During the first year of its existence it 
succeeded in accumulating gold to the amount of 3,480,881.30 
pesos. By 1873 it had in its vaults a gold reserve of 16,862,440 
pesos, which secured legal-tender notes to the amount of 420,- 
000,000 pesos, redeemable at the ratio of one to twenty-five. 
Side by side with these notes, the previous issues of legal-tender 
notes, amounting to 298,457,656 pesos, and the metallic notes, 
amounting to 12,000,000 pesos, circulated without appreciable 
fluctuations. After 1873, however, the stock of gold held by 
the bureau dwindled rapidly, and in 1876 its doors were closed. 
In the meantime, in September, 1872, Congress allowed 
twenty-five capitalists to form a stock company for the establish- 
ment of a national bank. The capital was to be 20,000,000 
pesos, divided into shares of one hundred pesos, of which the 
government was to subscribe 2,000,000 pesos, to be paid from 
public funds. The bank was allowed to deal in bills, to open 
deposit accounts and to make loans to the government. It was 
allowed to issue notes up to twice the amount of its paid-in 
capital, keeping a reserve of twenty-five per cent. These notes 
were to be redeemable on demand and were to be accepted at 
all public offices. The bank was to be preferred for govern- 
mental deposits and was to act as an agent of the government 
in fiscal matters. The management of the bank was to be 
entrusted to twelve directors, of whom three were to be 
appointed by the government and nine by the stockholders. 
This bank began operations on November, 1873, when the first 
signs of the coming crisis were apparent. The Bank of the 
Province of Buenos Aires, in order to strengthen its position 
diminished the volume of its operation ; but the new National 
Bank issued notes and made loans liberally. By the end of 
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June 1874 it had issued notes amounting to 4,500,000 pesos 
and had discounted about 2,000,000 pesos at nine and one- half 
per cent. 

In 1874 a revolution precipitated the crisis. The National 
Bank was severely shaken, being compelled to protest obliga- 
tions dishonored to the amount of six millions. At the same 
time the government demanded 3,500,000 pesos of the bank's 
deposits for the immediate exigencies of the civil war and the 
remaining deposits in the ensuing months. The bank, although 
thus considerably weakened, resisted till 1876, when a run was 
started on it both by depositors and note-holders, who demanded 
simultaneously their deposits and the redemption of notes. 
The government was unable to pay any part of its debt to 
the bank, and the stockholders were unwilling to pay their in- 
stalments. The National Bank accordingly closed its doors, 
and the government was forced to decree in May, 1876, the 
inconvertibility of the bank 's outstanding notes. By a further 
decree of July, 1876, these notes, amounting to 2,394,1 14 pesos, 
were made legal tender. 

In the meantime the position of the Bank of the Province of 
Buenos Aires also had been so weakened by the crisis that it 
became necessary for the government of the province of Buenos 
Aires to authorize the bank to suspend the redemption of its 
notes in specie. This was done in May, 1876, and the notes 
were declared full legal tender, the state government guarantee- 
ing that the notes of the bank would be redeemed in due 
course. The Bureau of Exchange, as has been already noted, 
succumbed in the same crisis. 

The National Bank, the financial agent of the federal govern- 
ment, having disappeared, this government, still pressed for 
funds, appealed for help to the Bank of the Province of Buenos 
Aires. The proposal that the bank be authorized to make a 
loan to the federal government encountered much opposition in 
the state legislature; but finally, in September, 1876, an agree- 
ment was arrived at, whereby the Bank of the Province of 
Buenos Aires was to lend the government 10,000,000 pesos, 
and the bank was authorized to issue for the government 10,- 
000,000 pesos in notes, to be full legal tender. The govern- 
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ment agreed to pay this loan, as well as the previous loans that 
the bank had made to the government, in monthly instalments, 
amounting to one-twelfth of the revenue from customs. So 
long as the government remained indebted to the Bank of the 
Province of Buenos Aires, no other bank in Buenos Aires was 
to be authorized to issue notes. It was furthermore agreed 
that the notes of the late National Bank should not be received 
in payment of public dues by the province of Buenos Aires. 

After the crisis of 1 876 there was a healthy reaction through- 
out the business world. New arrangements were made for pay- 
ing the national debt; new banks were established; and, with 
one exception, the outlook was promising. The anarchic con- 
dition of the exchange media constituted the exception. A law 
of 1875 made the silver peso the standard monetary unit, but the 
money in actual circulation was the irredeemable legal-tender 
paper peso. Nominally, at the ratio of one to twenty-five, this 
was worth four cents ; actually it was worthless ; but with the 
revival of business it came to be worth " par," meaning four 
cents in gold. Out in the provinces conditions were, if possible, 
even worse than in Buenos Aires. Besides paper issues of their 
own, there were in general circulation in the provinces the silver 
coins of Chile and Bolivia. It was realized that some improve- 
ment in the monetary system was imperative. 

In 1878 the executive made recommendations to Congress 
with this end in view. Nothing was done, however, until 1881. 
In this year a law was passed reorganizing the monetary system. 
Its main provisions were as follows : 

( 1 ) The monetary unit of the Argentine Republic was to be 
the gold or silver peso, containing respectively 24.89 grains of 
gold or 385.8 grains of silver. (This meant a legal ratio of 1 
to 15.55.) 

(2) The denominations of the coins to be minted, their 
weight etc. were specified. 

(3) The legal-tender qualities of the subsidiary coins were 
limited. 

(4) Foreign gold coins were not to be legal tender after 
8,000,000 pesos in gold coin should have been minted by the 
Argentine ; and after such time the circulation of foreign coins 
was to be forbidden. 
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(5) Similarly, silver coins were no longer to circulate after 
the Argentine should have minted 4,000,000 pesos in silver coins. 
In the case of both gold and silver coins, announcement was to 
be made, by executive decree, when the amounts specified had 
been coined. 

(6) Foreign coins were to be accepted at the mint at their 
bullion value under the ratio established by law. 

(7) Banks of issue existing in the republic were, within two 
years from the passage of the law, to renew their issues in 
accordance with the new monetary unit. New issues of denomi- 
nations under one peso were prohibited, and outstanding notes 
of this kind were to be withdrawn from circulation within a 
period of two years. 

This act, notwithstanding that it provided for a nominal bi- 
metallic system, introduced a measure of uniformity in the 
circulating media and had a wholesome effect. But Congress 
went further. In 1883 it was provided that no bank notes 
should be issued except such as were payable in Argentine gold 
pesos and redeemable on demand, and the executive was author- 
ized to fix a reasonable period within which notes not so payable 
or redeemable should be retired. To see that the provisions of 
the law were faithfully carried out a new office, that of the 
superintendent of banks, was created. 

For a short period the monetary system was relatively stable. 
All the old legal-tender notes were replaced by so-called metallic 
notes, *. e., gold notes, at the rate of 25 legal-tender paper pesos 
for one peso in metallic notes ; and as a result of favorable busi- 
ness conditions these new notes were redeemed in gold on demand 
and circulated at par. The convertibility of these new metallic 
notes lasted, however, but a short time. Heavy expenditures 
for public works by the government and an unwise expansion of 
credit generally brought on a serious financial disturbance in the 
latter part of 1884. In January, 1885, the circulating paper 
money (i. e., the metallic notes) was again legally declared to be 
inconvertible for a period of two years. This action was in the 
first instance taken by the executive, but it was subsequently 
confirmed by Congress. Under the law all obligations to pay 
in gold incurred prior to the date of the decrees could be dis- 
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charged by paying legal-tender notes. At the expiration of the 
two-year period, however, when the notes were to become again 
convertible, Congress authorized the executive again to post- 
pone the time when redemption was to begin. Indeed, in 
December, 1886, the government had authorized the Bank of 
the Province of Buenos Aires to increase its issue of now incon- 
vertible notes by 7,000,000 pesos, and the conversion of the 
notes was postponed for another period of two years. Depre- 
ciation again set in. Although it varied from month to month, 
the net result was a steady fall in the value of the paper money. 
In December, 1889, gold was at a premium of 130 per cent. 

In the meantime an experiment with a new banking project, 
similar to the national banking system of the United States, had 
begun. In 1887, at the suggestion of the executive, Congress 
passed a free banking law. The principal provisions of this law 
were as follows : 

( 1 ) Any banking organization was to be authorized to issue 
notes, when covered by an equal amount of national gold bonds 
bearing five and one-half per cent interest, which were to be 
specially issued for the purpose. 

(2) The paid-up capital of each such bank must be at least 
250,000 pesos, and the note issue was to be limited to 90 per 
cent of the total capital. 

(3) The bonds were to be paid for in gold at not less than 
85 per cent. 

(4) In case of the failure of a bank, the bonds were to be 
sold to meet its outstanding notes, and any deficiency was to be 
paid by the government. 

(5) The government was to deposit in the banks the gold so 
received for a period of two years, after which the gold was to 
be used in paying a part of the foreign debt. 

(6) The name of the issuing bank was to be printed on the 
notes. 

(7) The National Bank was exempted from the bond-de- 
posit provision, because the government guaranteed its notes. 

Under this law nineteen new banks were incorporated and 
161,766,590/^05 in notes were added to the circulation. Be- 
sides these issues the government itself, through the National 
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Bank and the Bank of the Province, added 35,116,000 pesos. 
As the law was an out-and-out inflation measure, the result 
might have been foreseen. In 1890 came a depression in 
business and a revulsion in confidence, the seriousness of 
which was aggravated by a revolution in July. The official 
banks and almost all the guaranteed banks failed. What 
this meant to the people at large needs no elaborate state- 
ment. To the government it meant that the whole issue of 196 
millions had to be assumed as a state obligation. Gold was at 
a premium of 225 per cent. More than this, the government 
had to come to the aid of the National Bank, and the only way 
of doing this that suggested itself was through another issue 
of 600,000 pesos. Later other issues were authorized, and a 
special Caja de Conversion was created for the purpose of 
handling them. 

In October, 1891, the National Bank was closed by the 
government, and a new institution, the Banco de la Nation 
Argentina, was established in its stead. It was to have a capital of 
50,000,000 pesos, divided into 500,000 shares, which were to be 
offered for subscription. The new bank was to enjoy all the 
privileges that had been conferred upon the old National Bank, 
but its note issue was limited to twice the amount of its paid-up 
capital and it was required to keep a 25 per cent metallic 
reserve. The Caja de Conversion was to advance to the bank 
an amount equal to the par value of its capital stock (50,000,- 
000 pesos), for which a corresponding amount of notes was to 
be issued. The issue was to be redeemed, however, with the 
proceeds of the sale of the stock, and the notes so redeemed 
were to be destroyed. " This amazing scheme of basing a new 
bank, with such a large capital, on an issue of paper money did 
not seem at all incongruous to the projectors, in spite of the 
fact that only a few months before the government itself could 
not float a loan of 30,000,000 pesos at six per cent interest." ' 
It is not to be wondered at that the shares of the new bank 
found no purchasers. Nevertheless the Caja de Conversion 
continued to issue the 50,000,000 pesos which were to constitute 

'Anuario Pillado, p. 67. 



No. I] MONETARY EXPERIENCES OF THE ARGENTINE 12 i 

the bank's capital. Moreover another law was passed, authoriz- 
ing the Caja de Conversion to deliver to the Banco Hipotecario 
Nacional (a national mortgage bank that had been estab- 
lished) 5,000,000 pesos in bank notes, which were to consti- 
tute its reserve fund. The bank, however, used the notes 
to meet its obligations. At this time the notes outstanding 
amounted to about 295 millions. " Financially the Argentine 
Republic was, at the end of 1891, pretty much as was France 
in 1797; with this difference, however, that the Argentine Re- 
public had a great many more future or contingent resources in 
her extensive and uninhabited territory and in her excellent 
fertile lands." * 

This inflation naturally sent the premium on gold soaring. 
During the third week of October, 1891, a paper peso was 
worth only 2 1 cents in gold. 2 The depreciated paper with its 
fluctuations hopelessly demoralized business and stimulated 
speculation. Between 1891 and 1 899, notes for 5 ,000,000 pesos 
were issued in addition to those already outstanding, raising the 
total to about 300,000,000 pesos. For several years this un- 
fortunate condition continued. Finally, in 1899, the minister 
of finance brought forward a plan : 

( 1 ) To fix a ratio according to which the future redemption 
of the paper money should be made. 

(2) To accumulate a metallic reserve sufficient to permit 
such redemption. 

(3) To maintain the ratio so fixed by adding to the Caja de 
Conversion a bureau to act as an automatic regulator of the 
currency, increasing or decreasing the amount outstanding ac- 
cording to the amount of gold deposited. 

Upon this plan was based the solution of the paper-money 
problem in the Argentine — so far as that solution has been 
worked out. A bill embodying the recommendations of the 
finance minister was passed by Congress. The government 
was to redeem all paper money at 44 cents in gold per paper 
peso. The accumulation of a redemption fund (fondo de con- 

1 P. Leroy-Beaulieu, Trait6 de la science des finances (Paris, 1906), vol. ii, p. 757. 
'Martinez and Lewandoski, L' Argentine au xx e siScle (Paris, 1906), p. 361. 



1 2 2 POLITICAL SCIENCE Q UAR TERL Y 

version) was provided for, and a redemption bureau was estab- 
lished in connection with the Caja de Conversion, which was 
to exchange gold for paper and paper for gold, at the rate 
mentioned, to any one presenting either gold or paper. A 
subsequent act has set the limit of the redemption fund at 
30,000,000 pesos in gold. The accumulation of the fund has 
been steady, and by the end of 1909 it amounted to about 
28,000,000 pesos in gold — only 2,000,000 short of the limit set. 
Ever since the passage of this law paper money has been 
stable in the Argentine — albeit on a depreciated basis. At 
present the total amount of notes in circulation equals about 
690 millions, to which must be added about 10,000,000 pesos in 
nickel and copper coins. About 400 millions of this represent 
issues by the new bureau in exchange for gold deposited with 
it. The remainder constitutes the original 300,000,000 pesos, 
that is, the amount issued previous to the establishment of the 
redemption bureau, and it is this amount that is secured by the 
redemption fund. Doubtless by the end of 1910 the 30,000,- 
000 limit of the redemption fund will have been reached. 
When this occurs, it is planned to exchange the paper money 
now in circulation, at the rate mentioned, for paper money to 
circulate at par with gold. The flourishing condition of the re- 
public's trade gives much encouragement to those who have this 
plan in view, and its consummation is devoutly to be hoped for. 

I. Grinfeld. 

Columbia University. 



